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The Government of Finland on December 5 purchased 
US$4,500,000 from the International Monetary Fund 
with Finnish markkas. At the same time, a stand-by 
arrangement was concluded under which the Finnish 
Government may purchase up to $5,000,000 more from 
the Fund at any time during the next six months. 


INTERNATIONAL MONETARY FUND * 


Finland’s Purchase from the Fund 


December 12, 1952 





This purchase, which is Finland’s first transaction 
with the Fund, brings to $85.1 million the total purchases 
of currency from the Fund in 1952. 


Source: International Monetary Fund, Press Release 


No. 191, Washington, D. C., December 5, 1952. 


Egypt's Cotton Policy 


The Egyptian Government introduced on November 23 
drastic changes in its cotton policy. The Alexandria 
cotton futures market will be closed for an indefinite 
period, and cotton trade will be channeled mainly through 
a government agency. All merchants and commercial 
firms having open positions in the cotton futures market 
on November 21 were required to surrender to the 
Government their net selling positions for all due 
dates. The Government will buy these positions 
at the price which the position holders had paid plus 
3 per cent profit, or on the basis of the last quotations on 
the Alexandria futures market before its closing. The 
Government will buy cotton offered to it at a fixed price 
based on local production costs. The purchase price has 
been fixed for the time being at LE 13.5 per kantar 
(long-staple Karnak Good) and LE 12 per kantar 
(medium-staple Ashmouni Good). Prices of other types 
and grades have been fixed according to a sliding scale, 
varying from Ashmouni Fair at LE 6 per kantar to 
Karnak Extra at LE 16.5 per kantar (1 kantar = 99.05 
pounds). The Government will sell cotton to exporters 
and for local consumption at a fixed price to be based 
on the latest available closing quotation on the New York 
Cotton Exchange, plus 10 per cent for Ashmouni cotton 
and 30 per cent for Karnak cotton, minus the cotton 
export tax, which will be paid by the exporter at the time 
of shipping. 

Government cotton operations will be entrusted to the 
Egyptian Cotton Commission which has been reorganized 
for this purpose. The Commission will be composed of 


Europe 


U.K. Overseas Position 


The gold and dollar reserves held in London rose by 
$128 million in November, to $1,895 million. The in- 
crease was accounted for by $27 million of defense aid 
from the United States, $5 million received from the 
United States as a final payment under the 1950 Katz- 





government experts on cotton and members representing 
cotton traders and cotton growers. The Commission will 
be presided over by the Under-Secretary of Finance and 
Economy for Cotton Affairs. The Commission, which 
will be subject only to finance control by the State Audit 
Department, will have an independent budget and a 
special account at the National Bank of Egypt. Its 
decisions will be submitted to the Finance Minister for 
approval after a majority vote of members. Any profit 
made by the Government will be refunded to the growers, 
while any losses will be borne by a government loan to 
be repaid from profits of future years. 

In order to facilitate the financing of these operations, 
the Ministry of Finance and Economy is authorized to 
issue in Egypt treasury bills amounting to LE 50 million 
for the financing of the Government’s purchases of the 
1952-53 cotton crop. These treasury bills will be exempt 
from all taxes, direct or indirect, present or future. ~ 

It is officially stated that the advantages to be expected 
from these arrangements include the prevention of profi- 
teering and the stabilizing of the price to allow a reason- 
able profit to growers, while at the same time Egyptian 
cotton prices would conform with the level of world 
prices. 

To facilitate the sale of cotton, the Government is ‘re- 
ported to be inviting all countries with which it has no 
commercial agreements to negotiate such agreements. 
Sources: Al Ahram, Cairo, Egypt, November 24, 25, 26, 

27, 28, and 29, 1952; The Financial Times, 
London, England, November 25 and 28, 1952. 





Gaitskell Agreement, and $96 million received from EPU 
in settlement of the October surplus. The sterling area’s 
gold and dollar accounts with non-EPU countries, when 
calculated net of U. S. aid, came out in balance. Britain’s 
accounts with North America in October and November 
were adversely affected by payments for dollar commod- 
ities for resale against sterling to OEEC countries under 
the short-lived arbitrage scheme of last August. These 
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payments should now be tapering off and, after allow- 
ance is also made for the relatively low level of aid 
receipts in the past few months, there are grounds for 
confidence that reserves will be maintained at roughly 
their present level through the early months of 1953, 
despite the payment of slightly over $180 million due 
at the end of December on the U.S. and Canadian loans 
(including a small interest payment on the ERP loan). 

For November the United Kingdom account in EPU 
showed a surplus of $109.5 million. The first $29 mil- 
lion of this amount will be settled entirely in gold or 
dollars, but of the balance only 70 per cent is due in 
gold or dollars, 30 per cent being used to repay the 
United Kingdom’s overdraft with the Union. Total gold 
or dollar receipts from EPU will therefore amount to 
$85 million in December. 

In view of the improved position of the U.K. account 
in EPU, the Board of Trade has announced that quotas 
for imports of textiles, apparel, nuts, and essential oils 
from OEEC countries will be raised for the first half of 
1953 to £45 million, from a six-monthly rate of about 
£38 million. Small imports of nylon stockings and 
decorated pottery will be allowed for the first time since 
the war. Smaller import quotas have been announced 
for fondant and sugar fat mixtures and grapes. 

These moderate relaxations have been applied to items 
in which French and Italian exporters have special inter- 
ests in the U.K. market. These two countries had been 
hardest hit by the import cuts imposed by the United 
Kingdom late in 1951 and early this year. 

Sources: The Financial Times, November 25, 1952, and 
The Economist, December 6, 1952, London, 
England. 


Money Supply in France 


Provisional statistics released by the Conseil National 
du Crédit show that the money supply in France rose 
from 3,846 billion francs at the end of June to 3,984 
billion francs at the end of September. This moderate 
increase can be traced to an increase of 87 billion francs 
in bank loans (from 2,025 billion francs at the end of 
June to 2,112 billion francs at the end of September). 
The expansion of bank credit from March, when Premier 
Pinay took office, to the end of September amounted to 
110 billion francs, which was considerably smaller than 
in similar periods since 1950. Foreign exchange hold- 
ings of the Bank of France and government paper held 
by the banks increased slightly in the third quarter. 

Deposits with savings banks, time deposits, and pri- 
vately held Treasury bonds have continued to expand 
steadily, even since the closing of the government loan 
of May-June 1952. 

Source: Le Monde, Paris, France, November 16, 1952. 


Repatriation of Belgian Exchange Proceeds 

Under existing regulations of the Belgium-Luxembourg 
Exchange Institute, residents must surrender to an author- 
ized bank proceeds in U.S. or Canadian dollars from 
exports and related invisible transactions. They must 
also surrender foreign currencies derived from a trans- 
action for which the Exchange Institute authorization 
explicitly requires the surrender of these currencies. 

The Exchange Institute recently issued a general license 
authorizing residents to repatriate, in the form of foreign 
bank notes, exchange holdings whose surrender is not 
required. The repatriation is to be effected via authorized 
banks and dealers and the bank notes may be sold on 
the free bank note market. 

The new measure is considered a step toward greater 
freedom in the exchanges. It is believed that it will give 
rise to a significant volume of transactions and that the 
new supply of bank notes will result in a reduction of 
the premium which the hard currencies enjoy in the free 
bank note market. 


Source: Agence Economique et Financiére, Brussels, Bel- 
gium, November 19, 1952. 


Belgium’s Foreign Trade 


Belgium’s trade with the United States in September 
showed a deficit of only Bfr 2 million; thus, it was prac- 
lically in balance for the first time in many years. 
Although this was due chiefly to a combination of tem- 
porary or accidental factors, there has been a tendency 
recently: toward a less pronounced disequilibrium in the 
trade between the two countries; some goods previously 
purchased in the United States are now being imported 
from EPU countries. The value of September steel 
exports to the United States amounted to Bfr 380 million, 
against an average of about Bir 200 million during the 
first six months of 1952. Belgian cotton and cereal 
imports were abnormally low, and coal imports were 
insignificant. 

Belgium’s trade balance with the Netherlands, which 
had been consistently favorable for several years, showed 
a deficit for the second month in succession (Bfr 171 
million in September and Bfr 110 million in August). 
In 1951, there had been a surplus in favor of Belgium, 
averaging Bfr 824 million a month. Imports from the 
Netherlands in 1952 have been consistently above, and 
exports below, the 1951 average. September imports 
were particularly large because of high imports of butter 
for winter stocking. Also, it is believed that, in view of 
the demands of Belgian industries for restrictions on 
imports from the Netherlands, certain importers made 
anticipatory purchases of Netherlands goods. 

September was the first month this year in which there 
was a deficit (Bfr 50 million) in trade with the United 
Kingdom, another important trading partner; and trade 
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with Switzerland was in deficit (Bfr 12 million) for the 
first time in two years. On the other hand, large iron 
and steel exports to Germany in September resulted in a 
surplus in trade with that country, in contrast to the 
previous eight months when deficits were reported. 
Sources: Agence Economique et Financiére, Brussels, 
Belgium, November 18 and 20, 1952. 


Netherlands Bank Foreign Exchange and Gold Holdings 

The net foreign exchange and gold holdings of the 
Netherlands Bank have risen every month since the end 
of July 1951, when they were only 917 million guilders 
(US$241 million). The Netherlands had an EPU surplus 
every month from August 1951 to September 1952, and 
the EPU deficits of $1 million in October and $2 million 
in November 1952 were more than offset by a net surplus 
vis-a-vis the rest of the world, so that during these two 
months the Netherlands Bank’s net foreign exchange and 
gold position improved by 227 million guilders. 

For three consecutive weeks in November, the Nether- 
lands Bank converted part of its foreign exchange hold- 
ings into gold, and during this period net foreign ex- 
change holdings dropped by 138 million guilders. Gold 
holdings, however, rose by 252 million guilders, to 1,493 
million guilders ($393 million) on December 1, so that 
total net foreign exchange and gold holdings rose from 
3,508 million guilders to 3,623 million guilders. 

The most recent official data on the composition of the 
Netherlands Bank’s reserves are those of September 30; 
at that time the reserves consisted of 2,325 million 
guilders of gold and convertible exchange holdings, a 
663 million guilder credit to EPU, and 400 million 
guilders of inconvertible exchange. 

Sources: De Maasbode, Rotterdam, Netherlands, Novem- 
ber 19, 26, and December 4, 1952. 


Easing of Danish Restrictions 

When certain Danish import quotas were dropped in 
1951, on the condition that an importer should make 
an advance deposit before receiving a license, the de- 
posits were blocked for a period of up to 12 months 
(see this News Survey, Vol. III, pp. 263 and 332). Since 
these blocked deposits now amount to some DKr 350 
million (US$50 million), the system will be eased. As a 
result, the blocked deposits will probably decline grad- 
ually, by some DKr 100 million. 

In 1953 imports of automobiles will be raised by some 
50 per cent over imports this year, and imports of motor- 
cycles and pick-up trucks will be increased considerably. 

The liberalization of imports from the OEEC countries 
will be increased from 70 to 75 per cent on the basis of 
1948 imports, and Denmark is expected to meet the 
goal set by OEEC. 

Source: Politiken (Weekly Overseas Edition), Copen- 
hagen, Denmark, November 23-29, 1952. 
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Swedish Coal Imports 

During recent negotiations in London, it was agreed 
that the prices which Swedish importers pay for coal 
from the United Kingdom will be lowered on January 1, 
1953 to the level which Sweden pays for Polish coal and 
which Denmark is paying for British coal. The decline 
will be 10-15 per cent, depending on the district in the 
United Kingdom in which the coal is mined. Prices for 
different grades will vary much more than before, an 
indication of better supplies; in periods of short supply, 
high prices have been obtained even for inferior grades. 

U.S. coal now is not much cheaper than British coal, 
the price for larger U.S. coal being about SKr 52 per ton, 
f.o.b., plus freight of about SKr 30—a price of SKr 82 
(US$15.80) per ton, c.i.f. the Swedish west coast. Com- 
parable U.K. coal costs SKr 87 per ton. In view of the 
slight price difference and the scarcity of dollars in 
Sweden, imports of coal from the United States have 
been discontinued. 

Sweden is therefore anxious to obtain additional coal 
from the United Kingdom, to compensate for the lack 
of U.S. coal. The present trade agreement between the 
two countries calls for Swedish imports of 1.2 million 
tons of coal and 0.2 million tons of coke a year, whereas 
annual import requirements are 5 million tons of coal 
and 3.5 million tons of coke. Poland, however, will con- 
tinue to be the largest supplier of coal to Sweden. 
Source: Svenska Dagbladet, Stockholm, Sweden, No- 

vember 29, 1952. 


German Government Loan Issue 

The German Federal Minister of Finance and the Presi- 
dent of the Bank Deutscher Lander have jointly announced 
the first German Government loan issue in the postwar 
years; it will be a five-year loan of DM 500 million, with 
interest at the rate of 5 per cent. The bonds will be 
offered at 2 per cent below par (while redemption will 
be at par) between December 11, 1952 and January 7, 
1953. They will be officially quoted on all German stock 
exchanges. 

The main attraction of the loan is its tax exemption 
features. Initial purchasers can deduct up to DM 800 
of the purchase price, plus DM 400 for each dependent, 
from income taxes; double deductions are allowed for 
purchasers who are over 50 years old. Interest on the 
loan is exempt from income, corporation, and similar 
taxes. These tax exemption features, together with the 
offering below par, result in an effective interest rate of 
up to twice the nominal rate. 

The loan will be offered by a consortium of banks 
headed by the Bank Deutscher Lander, which have 
already purchased a total of DM 400 million, leaving 
DM 100 million for offering on the capital market. The 
Minister of Finance indicated that he is hoping for over- 
subscription and that in this event the amount of the 
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loan might be increased beyond DM 500 million. 

The loan is intended primarily to finance public ex- 
penditures within the extraordinary budget of the Federal 
Government, i.e., mainly occupation costs, and to serve 
as a funding operation for short-term debt of the Federal 
Government, which currently amounts to a little over 
DM 1 billion. The President of the Bank Deutscher 
Lander emphasized that the loan represents a return to 
sounder and more normal means of financing. The tax 
exemption features indicate that the Government is will- 
ing to pay a substantial price for the success of the 
venture. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
November 26, 1952. 


Middle East 


lron Ore Discoveries and Exploitation in Egypt 

Iron ore deposits discovered by an Egyptian engineer 
near E] Bahariya Oasis in the western desert have been 
surveyed by a mission from the Department of Mines 
and Quarries. The mission reported that there are layers of 
iron oxide, yellow in color and ranging between one and 
ten meters thick, which is thicker than the Aswan area 
deposits. The reserves have been estimated tentatively 
at 20 million tons of iron ore. The field is of special 
value because of its proximity to Cairo. 

The Egyptian Government has issued an invitation to 
Egyptian and foreign companies to submit offers for the 
establishment of steel plants in Egypt. The Government 
has promised to encourage all offers approved and to help 
speed up implementation of the project. Not less than 
51 per cent of the stock of the Egyptian corporation 
which will be formed for this purpose is to be reserved 
for the Government and for Egyptian nationals. To meet 
domestic requirements, the production goal during the 
initial stages will be fixed at not less than 150,000 tons 
of steel annually, and the Government will have priority 
on production. 


Sources: Al Ahram, Cairo, Egypt, November 13, 1952; 
Egyptian Embassy, Egypt News, Washington, 
D. C., November 19, 1952. 


Development Plans in Lebanon 


The Government of Lebanon has transmitted to Par- 
liament a draft development plan providing for capital 
expenditure of LL 21 million (US$9.6 million) for the 
three years 1953-55. The plan includes mainly projects 
for extending irrigation and providing drinking water. 
The funds needed will be drawn from the General 


Reserve Fund. 


Source: Le Commerce du Levant, Beirut, Lebanon, No- 
vember 27, 1952. 


Flow of Iraqi Oil 

Iraq’s thirty-inch pipeline from Kirkuk to Banias, 
Syria, was formally opened on November 18. The line, 
which covers 556 miles and was constructed at a cost of 
ID 41 million, had been in partial operation since April 
1952. With its completion, Iraq’s annual pipeline capacity 
totals 30 million tons, compared with 16 million tons 
prior to the operation of the new line. Over the next 
five years Iraq expects to receive the equivalent of 
US$600 million in foreign exchange from the operation 
of its oil industry. 
Sources: The Times, London, England, November 18, 

1952; The Journal of Commerce, New York, 
N. Y., November 19, 1952. 

Jute Cultivation in Pakistan 

The jute goods industry in Europe has been worried 
by Pakistan’s decision to cut jute production in 1953-54 
to 25 per cent of the 1952-53 level. It is argued that, 
since the 1952-53 output is 6.82 million bales (see this 
News Survey, Vol. V, p. 184) and the carry-over 1.5 
million bales, and since world demand for Pakistan jute 
in 1952-53 is estimated at 5.5 million bales (including 
1 million from India and 0.5 million from Pakistan’s 
own jute mills), the carry-over at the end of 1952-53 
would not exceed 3 million bales. Should the 1953-54 
crop be only 25 per cent of the 1952-53 level (i.e., 1.7 
million bales), the total supply of 4.7 million would be 
inadequate to meet world demand at the current level. 

The Karachi Commerce doubts that India will require 
1 million bales of Pakistan’s jute in 1952-53, as supplies 
there in that year are expected to be 6 million bales 
(4.7 million bales from local production and 1.3 million 
from carry-over). Actually, India may buy “little jute 
except for admixture.” In this case, Pakistan’s jute 
exports in 1952-53 may not exceed 4.5 million bales, 
leaving a carry-over of 4 million bales. This, added to 
the 1953-54 crop of 1.7 million bales (assuming a re- 
duction to 25 per cent of the present level), should be 
enough to meet world requirements. 


Source: Karachi Commerce, Karachi, Pakistan, Novem- 
ber 22, 1952. 


Far East 
Indian Industrial Finance Corporation 


Measures have been proposed in the Indian Parliament 
to make the Industrial Finance Corporation eligible for 
loans from the International Bank for Reconstruction 
and Development, and to broaden the scope of the Cor- 
poration’s operations. The Government would guarantee 
the Corporation’s debt to the IBRD and would meet losses 
resulting from exchange transactions. Shipping com- 
panies would be eligible for loans from the Corporation. 


Because of increased prices, the limit of Rs 5 million 
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on loans for capital goods would be increased to Rs 10 

million. Another measure would authorize the Corpora- 

tion to borrow from the Reserve Bank of India. 

Sources: The Times ef India, Bombay, India, Novem- 
ber 26, 1952; The Financial Times, London, 
England, December 1, 1952. 


Ceylon’s Rubber Exports 

In the first nine months of 1952, Ceylon’s rubber 
exports amounted to Rs 287 million, compared with 
Rs 433 million in the corresponding period of 1951. 
Dollar earnings of rubber dropped to Rs 47 million in 
the 1952 period, from Rs 91 million in the previous year. 
Other important purchases were made by China (Rs 84 
million) and the United Kingdom (Rs 53 million). 
Source: Ceylon News, Colombo, Ceylon, October 30, 

1952. 


Thai Government’s Claim on Japan 

The Thai Government will soon present a claim to the 
Japanese Government to pay loans of 1,500 million yen 
granted by Thailand to the Japanese Army during the 
war. One of the most difficult problems to be solved 
is that covering the rate of exchange. At the time the 
loan was made, the rate was between 1.00 and 1.50 yen 
per baht. If that rate were applied, Japan would have 
to pay at least 1,500 million baht (or the equivalent of 
US$120 million at the present rate of 12.50 baht —= US$1) 
plus interest. The present baht-yen rate based on the 
official rate of the baht is 28.8 yen per baht. 
Source: Far East Trader, New York, N. Y., November 19, 

1952. 


Japanese Pearl Shell Fishery 

The Fishery Board of the Japanese Government has 
tentatively decided upon the basic policy of permitting 
Japanese pearl divers to engage in gathering pearl oysters 
in the Arafura Sea, one of the four major pearl shell 
fisheries in the world. Thus for the first time since the 
outbreak of World War II, Japanese divers will be able 
to work in that area, beginning next spring. 

Japanese pearl shell fishing in the Arafura Sea was 
at its peak in 1937, when as many as 143 fishing boats 
were sent there and brought home some 3,840 tons of 
pearl shells in one year. The world demand for mother- 
of-pearl, which is used for high-grade buttons, is esti- 
mated to be around 2,000 tons a year. The demand is 
so high in the United States that the shells will be an 
important earner of dollars. For the capital needed for 
the fishery, the companies will probably have to approach 
the Development Bank of Japan and the Central Coopera- 
tive Bank of Agriculture and Forestry. It is understood 
that the Fishery Board granted permission on condition 
that the catches will be limited to 1,250 tons per year, 
in order to preserve the shellfish and to maintain a 
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balance between the demand for and supply of pearl 
shells in the world market. The government officials will 
take steps to obtain an understanding from the Australian 
Government with regard to the fishing ground in the 
Arafura Sea, which, though a part of the high seas, is 
close to Australia. 

Source: Bank of Tokyo, Weekly Review of Economic 


Affairs in Japan, Tokyo, Japan, November 1, 
1952. 


Japanese Imports of U.S. Coal 

Japan’s Ministry of International Trade and Industry 
has decided to import 299,000 tons of U.S. coal to meet 
the coal shortage caused by the nation-wide colliers’ 
strike which started at mid-October. The shipments from 
the United States will comprise 50,000 tons of gas- 
making coal and 249,000 tons of coking coal. 
Source: Far East Trader, New York, N. Y., November 26, 

1952. 


Philippine Import Allocation 
The Philippine Import Control Commission received 
an additional $16 million allocation from the Central 
Bank for imports in the second half of 1952. The Mone- 
tary Board of the Central Bank granted the additional 
allocation owing to representations from various quarters 
that the original allocation for the half year (see this 
News Survey, Vol. V, p. 29) was inadequate and nearly 
exhausted. The additional dollar exchange, together with 
$4 million recently allocated for imports from Japan, 
brings the total amount earmarked for imports of con- 
trolled goods into the Philippines in the second half of 
1952 to $180 million. The new allocation will be used 
solely for the purchase of controlled essential goods 
according to the following priority: (1) petroleum and 
oil products; (2) medicines and chemicals; (3) ma- 
chinery and tires; and (4) government imports. 
Source: Philippine American Chamber of Commerce, 
Weekly Bulletin, New York, N. Y., December 5, 
1952. 


United States and Canada 


U.S. Trade Policy 

Mr. D. W. Bell, Acting Chairman of the Public Ad- 
visory Board for Mutual Security, after reporting that the 
Advisory Board has-not yet reached any conclusions in 
the study of U.S. trade policy which it had been asked 
by President Truman to undertake (see this News Survey, 
Vol. V, p. 65), stated that a country such as the United 
States cannot wipe the slate clean and start with a new, 
free-trade policy. Instead it has to consider whether, 
how, and where restrictions on trade, including tariffs, 
can be gradually reduced. Although an increase in im- 
ports will cause temporary dislocation in some industries, 
the trade pattern can be changed by moderate steps 
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without causing serious difficulty, and indeed with con- 
siderable benefits to the U.S. economy as a whole. 

Mr. Bell mentioned two major steps that could be 
taken to increase U.S. imports. The first is to simplify 
and consolidate the tariff, reducing excessive rates and 
eliminating unnecessary ones. There are in the present 
tariff law innumerable rates, running from normal rates 
of 5 per cent or less to very restrictive rates. Some rates 
are of no economic significance, and others are wholly 
unnecessary to U.S. industry. There are thousands of 
rate classifications, often with half a dozen different 
rates applying to the same or similar goods on the basis 
of minor distinctions of value, size, or material. Such a 
tariff act creates much uncertainty about the rate to be 
applied to any given import, and it is not surprising that 
the U.S. Customs Court had to decide more than 58,000 
classification--eases in a single year. 

The second major step would be to modernize the 
customs procedure. There is no reason why importers 
should be hampered by unnecessary and burdensome 
administrative requirements any more than those doing 
a local or interstate business. When an importer pays the 
tariff, he is entitled to come into the U.S. market and has 
a right to expect that the way will be cleared and lighted 
by laws which provide certainty and equity. 

Mr. Bell stated that the U.S. economy has not been 
injured by the twofold increase in the volume of imports 
that has occurred since the war. On the contrary, this 
increase has helped the productive, high-income industry 
and agriculture of the United States to broaden their 
export markets. 

Source: Press Release, December 7, 1952. 


U.S. Budget 

The deficit in the U.S. federal budget for the year 
ending June 30, 1953 may amount to only about $5.5 
billion, according to a recent estimate by the Bureau 
of the Budget. The deficit estimated in August was $10.3 
billion. The smaller estimate is due mainly to a pro- 
nounced lag in defense spending. Defense production 
fell sharply in August and did not return to the June 
level until November. 
Source: The Wall Street Journal, New York, N. Y., 

December 8, 1952. 


U.S. Money Supply 

In one of the sharpest rises of the year, the privately 
held money supply in the United States increased by $2.8 
billion in the five weeks ended October 31. The rise was 
due largely to the expansion of bank credit, both for 
business loans and for holding government securities. 
At the end of October, the private money supply was 
$190.2 billion, which was $8.6 billion or 4.5 per cent 
higher than a year earlier; $7.1 billion of the increase 
was due to a rise in business loans. The effect on the 
money supply of larger bank holdings of federal, state, 


and corporate securities was substantially offset by an in- 

crease in U.S. government balances. 

Source: The Journal of Commerce, New York, N. Y., 
December 8, 1952. 


Canadian Capital Movements in 1952 

For the first nine months of 1952 Canada had a pur- 
chase balance of $56 million in its trade in outstanding 
securities with all countries, compared with a net sales 
balance of $58 million in the first nine months of 1951. 
Of the 1952 purchases, $50 million were made during the 
third quarter. Sales of new issues of Canadian securities 
(net of retirements) in the United States amounted to 
$220 million during the first nine months of 1952, and 
the inflow of foreign capital for direct investment in 
Canada was at an annual rate of about $3 million. (All 
figures are in Canadian dollars.) 
Source: Dominion Bureau of Statistics, Daily Bulletin, 

Ottawa, Canada, December 2, 1952. 


U.K. Investment in Canadian Aluminum Production 

The United Kingdom has advanced Can$120 million 
to the Aluminum Company of Canada to assist in the ex- 
pansion of production. The decision to make the ad- 
vance was reached after the outbreak of the Korean 
war, when a shortage of aluminum developed. The ad- 
vance will be paid back in 20 years; during that period 
the United Kingdom will have an option on the first 
250,000 tons of aluminum produced each year by the 
company. 
Source: The Gazette, Montreal, 

ber 26, 1952. 


Canada, Novem- 


Latin America 


Panama's Fiscal Situation 

The Minister of Finance reported to the National As- 

sembly of Panama on September 30 that Panama’s float- 
ing debt was $11.5 million, i.e., more than one third of 
the average budget revenue for the last three years. 
When the new President of Panama assumed office on 
October 1, a special advisory committee was appointed 
to suggest measures for liquidating this debt. The com- 
mittee’s three main suggestions are (1) that the National 
Bank be converted to a private institution by selling to 
the public $2.5 million in common stock and applying the 
proceeds toward paying off the floating debt; (2) that in- 
come taxes be collected quarterly, instead of with a lag, 
as at present, of 12 to 18 months, this measure to yield 
an estimated $3 million; and (3) that government 
interest-bearing bonds be issued to pay the portion of 
the debt due to the social security fund. 

Sources: Ministerio de Hacienda y Tesoro, Memoria 
presentada a la Asamblea Nacional, 30 de 
Septiembre de 1952, Panama City, Panama, 
1952; Department of Commerce, Foreign Com- 





INTERNATIONAL FINANCIAL News Survey, December 12, 1952 


merce Weekly, Washington, D. C., December 8, 
1952. 


Free Exchange Market in Brazil 

Since early 1951 there have been a series of discussions 
in the Brazilian Chamber of Deputies aiming toward the 
establishment of a free exchange market. Early in 
December a much revised bill was finally approved by 
the Chamber and sent to the Senate. 

The full text of the approved bill is not known as yet; 
but press reports indicate that some changes were made 
in the text that had been prepared by the Economic Com- 
mittee of the Chamber of Deputies. It appears that an 
important section was added, giving the Government the 
right to suspend open trading in cases of “exceptional 
gravity.” 

The bill would introduce a dual exchange system in 
Brazil and, it is hoped, may help attract foreign capital. 
The present parity rate of Cr$18.50 per U.S. dollar, 
agreed to with the International Monetary Fund, would 
be maintained and used for most exports, government 
services, the payment of foreign loans and credits used 
on projects considered vital to the Brazilian economy, 
and remittances of profits and dividends, up to a maxi- 
mum of 10 per cent per year, on approved foreign 
investments in utilities development or projects for 
underdeveloped areas. All other transactions would be 
transferred to the new free exchange market where the 
rate will be determined by supply and demand. 


Source: The Journal of Commerce, New York, N. Y., 
December 8, 1952. 


Recommendation for Chilean Emergency Economic Policies 

Chile’s recently appointed Minister of Finance, Juan 
Bautista Rossetti, in a discussion before the Mixed Com- 
mission on the Budget, described Chile’s present financial 
situation as the most critical in the country’s history. 
He recommended the adoption of emergency policies de- 
signed to ease inflationary pressures and to bring about a 
profound change in the Chilean economy. The program 
recommended by the Minister consists of eight points. 

Credit controls and monetary policies: Centralization 
and unification of all public credit agencies to permit the 
adoption of a coordinated program of development financ- 
ing; adoption by the Central Bank of monetary policies 
consistent with the Government’s anti-inflationary pro- 
gram; placing of over-all flexible ceilings on credit exten- 
sion by private banks; selective credit control during the 
emergency; sterilization of additions to banks’ liquidity 
deriving from Central Bank issues; gradual reduction of 
banks’ interest rates. 

Exchange rate and foreign trade: Elimination of the 
multiple rate structure; subsidization of imports, when 
necessary, through the national budget; adoption of a 
single flexible rate of exchange equating internal and 
external prices; reduction of nonessential imports during 
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the emergency; direct government importation of essen- 
tials to insure their adequate supply. 

Regulation of public and private expenditures: Adop- 
tion of a program of retrenchment on public expenditures 
and establishment of ceilings for the outlays of fiscal 
agencies; formulation of an over-all program of public 
investment designed to promote economic development; 
control and curbs on private investment whenever mis- 
directed; reduction of private consumption of nonessen- 
tial goods through adequate import controls and fiscal 
policies. 

Fiscal reform: Gradual replacement of regressive taxa- 
tion by more progressive taxes; use of taxation as an 
instrument for channeling private investment according 
to social interest; strengthening of tax administration 
to reduce evasion. 

Social security: Reform’ of the sociat-security system, 
including its organization, its financing plan, and the pay- 
ment of benefits, in order to adapt it to the objectives 
of a broad and equitable social policy program. 

Budgeting: Incorporation in the national budget of all 
public revenues and expenditures; simplification of public 
accounting and adoption of a uniform accounting system 
by all fiscal agencies. 

New policies with respect to large mining industries: 
Finding of a solution to the problem of taxation of large 
mines; promotion of production; establishment of an 
organization for the study of all problems relating to 
the mining of copper. 

Stabilization of wages and prices: Stabilization of the 
price level after the emergency measures that are adopted 
bear results; stabilization extended to the remuneration 
of all factors of production. 

Source: El Mercurio, Santiago, Chile, November 19, 
1952. 


Argentine Subsidies on Meat Exports 

The Argentine Ministry of Foreign Trade has an- 
nounced that an export subsidy on pork will be financed 
by the Argentine Trade Promotion Institute (IAPI) out 
of the profits derived from marketing the country’s major 
exports. The subsidy will be based on the f.0.b. value of 
export shipments, at the following rates: frozen half 
carcasses, 50 per cent; cuts, pieces, and sausages, 60 per 
cent; and frozen offal, 20 per cent. Canned pork is 
excluded from the subsidy. The IAPI will pay the sub- 
sidy either to the packing companies listed in the register 
of the National Department of Livestock Control or to the 
exporters who buy the subsidized export products from 
these companies. 

The measure is part of the program undertaken by the 
Argentine Government, under the 1952 Economic Plan, 
to stimulate production and export of pastoral products; 
previous significant measures include the lifting of domes- 
tic price ceilings for beef, lamb, and pork, restrictions on 
meat consumption, a more favorable rate of exchange 
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for canned and semi-processed meat products, and liberal 

extension of credit for the livestock industry. 

Source: Bank of London & South America, Fortnightly 
Review, London, England, November 15, 1952. 


Other Countries 


Australian Production Costs 

The Australian Tariff Board states, in its 1951-52 
report, that the most serious handicap to Australian 
industry is the rapidly rising basic wage and the effects 
of the resulting increase in costs on the competitive posi- 
tion of local producers. Primary producers are vulner- 
able to costs which may eventually price their products 
out of export markets, while similar adverse movements 
endanger the position of manufacturers in relation to 
imports. In the last two years the rise has wiped out the 
advantage which Australia gained in the war. While 
costs have been steadily falling in the United Kingdom, 
those in Australia have steadily risen. The Board says 
that it is being continually asked to grant higher protec- 
tion, but issues a warning that it will recommend pro- 
tection only to efficient industries that take steps to secure 
the lowest possible production costs. The following ex- 
amples of cost increases between 1949 and the end of 
1951 were given: iron castings, 60 per cent; steel plate, 
46.5 per cent; electricity, 70 per cent; pig iron, 128 per 
cent; mill steel rounds, 20 per cent; copper, 101 per cent; 
alloy steels, 65 per cent. 
Source: The Financial Times, London, England, Novem- 

ber 13, 1952. 


South African Premium Gold Sales 

Additional revenue accruing from South African 
premium gold sales, after falling from £1,216,334 in the 
first quarter of 1952 to £1,004,616 in the seeond quarter, 
dropped further, to £787,323, in the quarter ended 
September 30. 
Source: Cape Times, Cape Town, Union of South Africa, 

October 23, 1952. 


Control of South African Diamond Exports 

South African exports of diamonds to the United 
Kingdom have been subjected to the same measures of 
control applied since 1950 to diamond exports to other 
approved destinations against payment in soft currency. 
This measure is intended to ensure that South Africa 
does not lose hard currency by so-called cheap sterling 
diamond sales. Each exporter is required to export 
diamonds against payment in dollars in every quarter to 
an amount of at least 40 per cent of the total value of 
his diamond exports to all destinations. Exports to the 
United Kingdom in the current quarter before October 24 
will not be taken into account in estimating the effect of 
this rule. The export of diamonds to Switzerland against 
payment in soft currency is also forbidden. 


Source: Cape Times, Cape Town, Union of South Africa, 
October 24, 1952. 

Banking in Nigeria 

An ordinance has been enacted for the regulation of 
banking in Nigeria, where in recent years there has been 
a considerable expansion of local banking activity. Bank- 
ing must in future be carried on by none but limited 
liability companies, and a new banking company cannot 
proceed to registration unless its normal capital is not 
less than £25,000, and it cannot begin business unless 
the paid-up capital amounts to £12,500 and a license is 
granted by the Financial Secretary, who is authorized 
to inspect the books of any bank and to revoke a license 
already granted. “Banking business” is defined as the 
business of receiving from the public on current account 
money which is to be repayable on demand by check, 
and of making advances to customers. The business com- 
munity is given a year to cease using the word “bank” 
in a sense other than that laid down in the ordinance, 
while every company carrying on banking must, within 
the same period, take to itself that word or one of its 
derivatives. Any bank carrying on business at the date 
of the ordinance is given three years to see that its 
nominal and paid-up capital conform to the minimum 
requirements laid down for new banks. No cash reserve 
ratio is presented, but banks are enjoined to maintain as 
cash reserve “such amount as is necessary to ensure an 
adequate degree of liquidity” and a bank can at any time 
be ordered to furnish the Financial Secretary with a state- 
ment of its position in this respect. If he is not satisfied 
with the statement, the Secretary may force a bank to 
increase its ratio under threat of a withdrawal of the 
license. Indigenous banks are required to transfer 20 per 
cent of annual profits to a reserve fund, until the fund 
is equal to the paid-up capital. All banks are required 
to submit two quarterly returns, setting out their assets 
and liabilities in considerable detail, and classifying 
customers’ liabilities for advances. 
Source: The Bankers’ Magazine, London, England, No- 

vember 1952. 
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